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Mr. Chairman and Members of the Subcommittee:

We appreciate the opportunity to testify about our work on the
Boat Safety Account cof the Aquatic Resources Trust Fund, or as it
is popularly known, the Wallop-Breaux Trust Fund. The purpose of
this account, which is administered by the Coast Guard, is to helgp
support recreational boating safety activities.

At your reguest our work focused on how states and the Coast
Guard spent trust fund moneys, and the adequacy of the Coast
Guard's administration of the program. We will also discuss the
proposal to increase the amount c¢f funding to the Boat Safety
Account as delineated in H.R. 3918,

Cur testimony today will concentrate on four points: (1)
states mainly spend their federal grant moneys on upgrading law
enforcement equipment, (2) the Coast Guard uses its share to offset
its boating safety cperating expenses, (3) Coast Guard oversight of
state grants, although adegquate, is essentially ministerial, and
(4) previding additiconal money to the Boat Safety Account may not
increase boating safety.

In doing our work, we focused on six states—--California,
Maryland, Minnesota, Nebraska, New York, and Virginia. We selected
these states, in cooperation with the Committee, because they
represent a range of geographic locations, program sizes, and other
factors. However, activities in those states may not be

representative of activities in the 54 participating statesl., we

lincludes 49 states and American Samoa, the District of Columbia,
the Northern Marianas, Puerto Rico, and the Virgin Islands.
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also discussed program activities with Coast Guard cfficials and
analyzed state reports and responses to a (Coast Guard
guestionnaire,

WALLOP-BREAUX TRUST FUND

The trust fund, established in fiscal year 1985, consists of
two accounts, each with its own earmarked revenue sources. The
Boat Safety Account receives its revenues from the first $45
million of gasoline taxes attributable to motorboat fuel sales. By
law, no revenues may be transferred into the account if the
transfer will result in increasing the account's balance to more
than $45 million. Thus, the full $45 million cannot be
transferred if the account contains unobligated balances from
previous years. Because of this restriction, transfers into the
account were limited in fiscal years 1985 and 1986 to $15.5 million
and $37.5 million, respectively. The replenishment in fiscal year
1987 was the maximum $45 million.

Surplus motorboat fuel taxes are deposited in the Sport Fish
Restoration Account to assist state fish restoration and management
projects. 1In fiscal years 1985 through 1987 this account received
$135.4 million from excess motorboat fuel taxes. The Sport Fish
Restoration Account also receives revenues from excise taxes on
fishing equipment and imported vessels. The Department of the
Interior's Fish and Wildlife Service manages this account. (Att. I
presents information on the distribution of motorboat fuel tax

revenues., )



STATE SPENDING CF

BCAT SAFETY FUNDS

About two-~thirds of the $45 million for the Boat Safety
Account is allocated to states according to a three-part formula.
The first third of the money is allocated egually to all states;
the second third is allocated to states according to their
proportion of registered boats; the final third is allocated to
states according to their proportion of total expenditures on state
recreaticnal boating safety programs. (Att. II lists the amounts
allocated tc each state.)

The law requires that states match federal funds dollar-for-
dollar. 1In most cases, this requirement does not present a
problem and states reguest all the funds available to them.
According to data reported to the Coast Guard, states spend about
$4 of their own money fcr every $1 of federal money.

Except for Guam and Vermont, which chose not to participate,
all states received most of the funding to which they were
entitled. We did find, however, that six states did not request a
total of $1,041,782 of fiscal year 1987 funds available to them.
According to Coast Guard officials, these states have relatively
small beating safety programs and cannot provide enough matching
funds to justify their full allocation. Officials in Nebraska, a
state that was part of our detailed review, offered a different
explanation. They said that the Coast Guard's instructions on how
to apply for some elements of the grants are so confusing that they

decided not to request the full allocation.
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The law also provides that, once amounts are allocated tc a
state, they must be obligated within 3 years or else they revert
back to the Coast Guard for reallocation. Although this
requirement also doces not present a problem in most cases, we dicd
find that eight states are at risk of losing about $605,016 of
fiscal year 1985 money if they do not obligate it by this
September.

To find out how states spent federally provided funds under
this program, we reviewed state reports to the Coast Guard,
analyzed state responses to a questionnaire sponscred by the Coast
Guard and the Natiocnal Association of State Boating Law
Administrators, and spoke with officials in six states.

According tc our analysis of 47 questiconnaire respenses, in fiscal
year 1987, states spent about 45 percent of their federal funds con
equipment and supplies for law enforcement and boating safety
education. They also spent about 17 percent on safety inspections
and marine casualty investigations, 14 percent on bcating access,
10 percent on education, and the remaining 14 percent for other
purposes.

State officials told us that they used federal funds mainly to
replace worn or outdated boats, motors, and other law-enforcement
equipment. They also told us that they concentrated on equipment
for two reasons: because it was administratively easier to buy
equipment with federal funds than with state funds and because it

-

would be easier to deal with a potential reduction in available



funding by postponing eguipment purchasesg than by laying off
pecple.

COAST GUARD SPENDING

OF BOAT SAFETY FUNDS

The Ccast Guard annually receives up to 2 percent of the amount
available for state grants, to administer the program. In fiscal
vears 1987 and 1988, the Coast Guard retained the maximum
proportion--2 percent--which corresponded to $600,000. It also
received one-third cf revenues for the Boat Safety Account--$15
million, In both cases, the Coast Guard has used such funds to
offset its congoing expenses. The Coast Guard is not required to
use these funds to expand existing activities or initiate new
activities, and it has not done so.

According to the Coast Guatrd, the $15 million it receives
annually from the Boat Safety Account represents only a fraction of
the more than $200 million a year it spends on activities related
to recreational boating safety. It derives this figure by
estimating the proportion of time spent in its operating programs
on boating safety activities. For example, the Coast Guard
estimated that 33 percent cf its Search and Rescue Program
activities benefited recreational boaters. Because that program's
total costs in fiscal year 1987 were estimated to be about $415
million, the Coast Guard estimated that about $136 million worth of
services were provided to recreational boaters. Adding that amount

to similarly derived figures for the Recreational Boating Safety



and Short-Range Aids to Navigation Program yields a total estimated
value of services of $237 million.

COAST GUARD CVERSIGHT

OF STATE ACTIVITIES

Although the Coast Guard's oversight of state boating safety
activities provided adequate controls over program funding, it has
been essentially limited to ministerial matters. It requires
states to submit applications, a budget of total expenses expected
to be incurred, a narrative description of ongoing and planned
boating safety activities, and quarterly financial reports. Coast
Guard officials use this information to monitor state programs and
to determine whether they are meeting the dollar-for~dollar
matching requirement. Also, as federal grantees, the states are
subject to periodic public accounting audits of their grant funds.

The two Coast Guard people who oversee gtate activities told
ug that their time is fully occupied by the cited activities and
that they do not attempt to determine how effectively states are
spending the grant money. Such information could contribute to
more informed budget decisions about the benefits of such grants.
Moreover, they are nct in a position to improve effectiveness by
identifying particularly worthwhile education programs, for
example, in some states and encouraging cother states to implement
them.

Even within the limited range of the Coast Guard's oversight,
we found a problem--inconsistent categorization of state

expenditures. The Coast Guard regquires the states to report



expenditures on the basis of four categories: law enforcement,
education, administration, and public access. However, while we
found Maryland categorized its expenditures on supplies and
equipment for aids to navigation as being related to law
enforcement, New York set up a new reporting category--safety--to
report similar expenditures. Thus, in compiling national data, the
Coast Guard recorded New York's "safety" expenditures as "other.™
Because these expencitures represented $3.3 million, or 70 percent,
of the ctate's expenditures that year, this inconsistency presents
a misleading picture of how New York spent its boating safety
money. We found similar inconsistencies in repeorts filed by 14
other states. When we brought these inconsistencies to the
attention of Coast Guard officials, they told us that they were
aware of the inconsistencies and hcped tco eliminate future problems
by revising the reporting form.

ADEQUACY OF FEDERAL FUNDING

FOR THE BOAT SAFETY ACCQUNT

Current funding arrangements for the Aquatic Resources Trust
Fund reflect a continuing evolution over the past three decades,
The $45~million cap on the Boat Safety Account dates from the
Highway Revenue Act of 1982, It increased the federal excise tax
on motor fuels from 4 cents to 9 cents a gallon and increased the
amounts for the Boat Safety Account from $20 million to $45
million.

However, the cap has not been adjusted to reflect substantial

growth in motorboat fuel tax revenues. When the Trust Fund was



established, total motorboat fuel tax revenues for fiscal vyear
1985-88 were expected to be about $65 million, based con the
Department of the Treasury's estimate that motorboat fuels
accounted for three-fourths c¢f one percent (0.75) of gascline
sales. At these levels, it was expected that the Boat Safety
Account would receive about two-thirds, and the Sport Fish
Restoration Account about cne-third, of total motorboat fuel
revenues.

However, in 1987, Treasury changed its methodology for
estimating motorboat fuel consumption.Z Accordingly, total
revenues increacsed from $69 million in fiscal year 1986 to $98
million in fiscal year 1987 and are projected to grow to $128
million in 1993. If the $45-million cap remains intact, the Boat
Safety Account's share will decline from two-thirds to a little
more than one-~third of the total.

Raising the cap and allocating more funds to the Coast Guard
as proposed by H.R. 3918 would nct necessarily result in more
Coast Guard funding for boating safety because such funds may
continue to be used to merely cffset expenditures for ongoing
safety programs. Similarly, it is uncertain how much safer
recreational boating would be if state grants were increased. In
1985, the Coast Guard tried to assess the relationship between (1)
the number of state boating fatalities and (2) size of state

program budgets and amounts budgeted for law enforcement and

2Tax Policy: Allocating Motorboat Fuel Excise Taxes to the Aquatic
Resources Trust Fund (GAC/GGD-87-43BR, June 1987).
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education. The study concluded that available data were not
sufficient to determine whether a relationship exists.

We reached a similar conclusion last year.3 We found that,
once boating population and program size were taken into account,
avallable data showed virtually no direct relationship between the
number of bcating deaths and either the share of federal funding or
the percentages spent on enforcement, education, and
administration. Evaluating state program effectiveness is
restricted by the lack ¢f data on how states spend program funds,
benefits those funds produce, differences in state vessel
registration systems, and a lack of comparability among state
fatality rates. However, we recognize that obtaining and analyzing
better data may be difficult and will likely require additional

resources.

In summary, the states are generally receiving all of the Boat
Safety Account revenues available to them and spending them
primarily on law enforcement. While motorboat fuel tax revenues
have grown significantly higher than the $45 million cap on the
Boat Safety Account, providing additional funds may not increase
safety for two reasons: first, increases in the Coast Guard's
share of the fund would probably continue to be used to offset its
already high operating expenses for boating safety; second, the

contribution of these revenues to safer boating at the state level

3Department of Transportation: Enhancing Policy and Program
Effectiveness Through Improved Management(GAQ/RCED-87-3S, July
1987).




is unclear because there are insufficient data to determine if a

relationship exists between state bocating fatalities and size of

state program budgets.

This concludes my prepared statement, Mr. Chairman. We will

be pleased to address your questions.
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ATTACHMENT I ATTACHMENT I

ACUATIC RESOURCES TRUST FUND
Distribution of Motorboat Fuel Taxes
(in millions of dollars)

1985 1986 1987 Total

Total revenues

from mctorboat
fuel taxes $65.9 $69.3 $98.2 $233.4

Replenishment

of Boat Safety

Account to $45

million $15.5 $37.5 $45.0 $ 98.0

Excess revenues

trancsfered to

the Spert Fish

Restoration

Account $50.4 $31.8 $53.2 $135.4

Source: Department of Treasury
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U.S. Coast Guard
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